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Mr. William F. Caton
Secretary of Federal
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Dear Mr. Caton:

Transmitted herewith on behalf of Telephone and Data Sys­
tems, Inc., in duplicate, is a written ex parte presentation
which we are sUbmitting pursuant to section 1.1206 of the
Commission's rules for inclusion in the public record of the
above-referenced proceeding.

In the event that there are any questions concerning this
matter, please communicate with the undersigned.
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FEIIAAlCQIMlJI;ATDlCOIf' III:r

Tho IIItOOdDa last Tbw'Ida)' WM~ aad Inrertstq, it I bit surpri.dns. (I'd expected ~1a:1MESECllT1IV
of a focus on the comparllon of altemative auction proeedutw. rather than on the rermernent of a
Binlle scheme.) AI the FCC .. cloer to l1UK)unci~ its decision. I think there are a few points
Itill worth)' of ool'llideration. Perhaps the nna! oboic. of procedul'e is stUl open. if not, th&n it is
It leat wOl'lh Ustina ialUlll whlch stlD DIed to be addrelMd.

The 1hree primary OODCeml I've had III wIll ClOIWImina ,lnulwwoua ""'ndina-bid auetiom in the
furm propoldd by Pacific BtlllN". Bell are that the7 (1) pt.-enI difficult stratesic problems to
the bidders whnt ctMlplllltilNttU'ili'$ aNprnmt (anci htnct make inefftcient alloeation& quite likely
in IIett:iqsuch as PCS UClOli~. (1) brina relatively littl.lI*nlngful information into the public
domain umn very nNl'the tnd, and (3) are adminicatlv.1y fralile. [The paper on simultaneous.
auct.iODI which I wrote Jut sumner was inamded to dilCUIs 1M us, of !I~c;h .uctiOTJI on R~umt!what

more limited .caIe.)

(1) In my paper last summer di.cus.ins simuJt&MoUl uctndil~~id auctions, r indicated that they
could be quite e«ective in lChievina efI'Iei.. allocdolll whtn biddm face capital constraints.
HoweY'f, when complement&riti. exilt amonl the ittma bel", sold, there is the p\)$sibility of
bidden ...una up with vwy ilIopeal (UDICOnomic) ..... of items. The ex:perimr:mt run on
lbunday provides anICdOtal Mdance In support 01111i8. One bf"dina ,roup lulaned Q sUhlltantial
premium to abtalni"l a partlculll' let ofd.\ree lIct1W81. Unaware that another group assigned a very
biBb val\l' to one of the three, the fint group bid At • bit of I premium for the two other&, and thi!in
foUDd itself in. JUIf8!INd losinl position (hold jult tboIe two and 1011', or bid so much for the
eontelted third that, even with the complemlmtlrif¥ prmum, they w(luld 1Me). [The biddina group
bid toe a,grtIlive1y. In fact. my advice to thtm Ntll. in the auction was to baD out. and finish
mspt)'-handed - .Adva. of coul'le. ttut they didn't tate, But e¥cn with more sensible bil.1ding. the
iMmclency pOlsJbiJital are rife. Paul'» oblervalion dJM die simultaneous experiment brought in
If-« revonutll than the MqutJtial nper:Un.nt is explaiMd primarily by th. bidders screwing up
in a complex strategic environmtnt.]

Seq..-ntial "'01 of b8tclbeI of p<lFlphioaUy-stpu" llcenHI <such IS thOle with large population
coverap at fint, then wortina down to smaller COVerqtI) do not eliminate the possibility of such
rtIlultl, but Bsen It lubltamtally. A1JICdotIt IY~ cum. from the second experiment run
'nwrsdq. in which the ume afOUl' of bidderB IIOUIbt a pair of comr1ementar)' lieetl8efl. They
obtained one in an eIl'ly Il1e, and therefore knew their nltt poaidon when the sale of the &ecortd
ro11ld 8l'OUDC1. (The aroup ended up losing $«)0 in the ftn1 IlmuIaIion, and winnlns $300 in the
IlK:Ond, Whilo this evi.-nc. mipt all b. anecdotal, pl., note thIt the resuJt5 are exactly as I
predicted in my reply commIID.]
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ThtN VIII a dilIf:UAion of bid YfidtdtaWl1!ddIu1t on ThuncIIy afternoon. bUt r hOld troLlL

undentIuJdinI the tocUI of the ~i\)n. Is tho 1011 to /lei'. withdrawal, in order to provt"
bidden with an .cape from pou inefftcienci., or to dUcourI" withdrawal, in ordcr' to ki~i

bidders from enterinB IpeculItlve bids that they have little lrandon of fulfilling? Both go!:':,
obviOUIly eumot be met.

(2) How wID the..my •.,. of dill 1&k.1ion pro,,...' Two pcwibiUties exi.t. Pemapli £om~ tim:
will ... to make p~". bl., Ulins ta. j 9l-i.J1D'" rule (in early tOUl2dI) to fraeze ('l:.

competitors. This will serve to brina the auction to a ~rapid conclusion. but can il1~rease 11:
likelihood of inefftcimt allooltioDl. Ctnainly, the discuslto. of ItarUDi prices and ma.-·dmum bk)
incrementa sOlllllaCl to be ..tina ways to ~liminMe such 'bIhavi"Of. The other pOIliibHity is tb~}

biddlDl wUl basin at pric. "uhnantialJy below thole at which Ill, is expected to take place. Bu!.
in tbia cue. biddm will hive no NIIon It all to bid "HriOUlly" (i•••• to erar bids which ar...'
inforrDItivo concemiDB their ICNIl acquisition imenrions) Udl1 late in the Ilucdon. (And wh:.~

infbnnation dots become avail.bl. late will be dJfticu1r for bidders to arW)'ze .ccuratel)' on.ll. daily
bail.)

[A leparare issue railed by the experimIm on Thursday is the haDd1it1a of tillS. With a minimum
bkI iDl:rtmem in place, tin can cctaiDly be 8IlIictpIted. WiD all tied hfIh bids be considered activ~?

Thifi will not only slow doWn 1110 pros'" of the auction (by mlking it CIIIior fur tirms involved iH
till to meet: the next day" activity requirement). but will Oft. to rmns fhe stnttegy of ir..tentional1y
steidDa day-by-dly ties on Jicas. still short of thlir expected sellina pmes (in order to delay the
time when they must stitt to m.-l lt2eJt ttue ICquilition .trlte,i-). )

(3) I didn't hear~ sptH:iftc dIlIcussfon ot' how daily bid ,Ubmisaiuns wUl tal. place. This might
8ppIIl' to be a minor illue. but, WMn only a..NI. ill tItiII pl.ce over an exteadecl period or

. time, aM. when activity requiremenIB must be mtt in every round. IVan the tiniest of error>.: can have
dlwtic corHqLJel'K*.

Will diw have to be hand-deliVW*i to tIM FCC? Then small rural operalora ''*ins 11 iN BTA.

lloIas. within a sirJile MTA win need to mailialn , pmunce throuJhout the entire auction. An:.i
hoW will aubmilston of a~ diIt. be daIt wid1.7 If tIIere is 00 penalty. such nubmissio'.:
bIcomtI a "strategic" pouib11ity. If there is a pmaJty, how will the FCC be able to confident.i/
blame the submitt«, u.tMd of its own intemal diak.:-bandlen?

Or will files ~ lIubmitt1d Ctlectronicall,? lnbtrrupted or incomplete transmilsioDl mUll be dealt with.
What if w.ath.. brinp down tralJlmisaion linea from 10I1IC "'lion of the country?

Or will 200 or more bktd«s submit lona typed bid UBC8 (by hand or fax) on a daily basis? Can Ii

foolproof dIta-entry Iystlm be deviled?

[Ancl. of COU1'lle, beyond tho quc.tioDi raRd &buv. it the liktlihood that somo bidder will is_mally
do somethina "wrong" on some day during 111' auction, and fact dire CODHqUIDCIS.]
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In IUIIDUII)': We all ..... to IfNe on .....eraI. poilU'. Any auction prooecNte i!l Ukely t·;'} yield
aIlooadOD of )lctmel somtWblt mon tm~illl1 than would be yielded by a lottery. tjl 1~ will
poulble to label the IicmM lUC1ion I "8UCC11S" no mIhr 1tr'bIt hIppcna (barring a Cd8Strop~.::

Cl'IIh). And any procedure that Cln be carried out in an aeceptahle aJnOllnt of time rna,,! inVf;'
IIOIDe d-Srw of simulC8neity.

StiU. it IWImI tl) me that a sen. of .~Urltial uJ.. ot 1WcbII ot Uc.._ (with each butch sold L.
"raI" tinw). besinnilJa wtth IIDIII runbers ofMTA IiGeRMI and procwdina to lolrler m:;,nbers
BTA lictn., will be likely to yield a more ofticiU altQtlon. will briIll the most lmport.
iDibrmation into the public domain early, and wlll be nI.JCh more robUlt than will M a &imt11tane{r~"

sale of all licenses. [The choice of a l'8I1..time procedure - luctiOlWlltl'-led or electronic. oral hi:
Of "Japanele" - II much ItA QriIlcal than ill the choice of whtdwr to conduct the ovemll ~lllt: in;
Ieriel of ltages. AJ1d The Jarp-to-tmaD. lilqUWlCi.,. of MTA He._ ia nat ac1 hoc;, :;ince rnl>.
reaiol1l1 bubbing will be CIl1ttt«l around the licet'Jl•.with llrl' population ooverase.]

F"lnIIl)', I Wholehe8tttdJy auppol't the notion of c:onduotina the sale of narrow,"",and Iicerl.lJ(l$ bef(\::,~

tlw wide-band lUdIOD. Thi& woulcl provide the upporcunit)' to try aeyetal different procedurt:6. [.A.n~

IMCIdofal tvidtnclf • bMtet tbat 1»Dt at all!J At lb' vfItY _to if only a smale pl'OC«1el'o wer·", :,­
bt uatcl. it would tacUltate thl "deIJuujq" of what is _ina up (in the ~e of simUltaneous s.nk',
with daily bid submiasioll1!l) to be It rather comploJl set of rules.

I'll be attending the CalTech eva later thi~ month. and hope tQ IS.. yO\! there. Not" that I'r!l

IIJXUnI • copy of this letter to Evan alao. both tor hit IlIereIt, and to remove a:qy cor...:e.rm yo~r

mipt ha~. by millnB the letter part of the public record.

Bat repMa.

BobWfIbtr

cc: Evan I.werel

ill·
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